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KEY ECONOMIC INDICATORS 
(In millions of current U.S. dollars unless otherwise noted) 


Fiscal Year (1) 85/86 86/87 87/88 88/89 
Projected 


Domestic Economy 
Population (millions) 23.6 24.3 25.1 25.8 


Population growth (%) 2.9 : asd 3.0 
GDP 1,039 oS, 7S3 6,994 9,030 
Per capita GDP 298 361 279 350 
GDP in current prices 17,598 21,957 27,975 40,771 
GDP in 1981/82 prices 5/937 6,244 6, LES 6,076 
CPI (1970=100) 2, 24s 0 2,200.2 2,090.8 3,220.3 
% Change in CPI 36<0 Lio DD 24.3 


Sectoral GDP 

(1981/82 prices in millions of Sudanese Pounds) 
Agriculture 22 
Industry . 0.9 
Services ‘ 2.4 
Government 0.7 


Government, Money and Investment 
(In millions of Sudanese Pounds) 

Government Revenue 1,756 3,905 4,053 
Government Expenditures 2,802 6,832 6,736 
Budget Deficit 2,049 ayaa? 1,089 
Deficit as % GDP a3; 9.8 2.7 
Monetary Base 6,389 10,407 11,788 
Growth % 44. ‘ 23.0 13,3 
Investment as % GDP 14. 8.6 N/A 


Balance of Payments 

Imports 995 820 1,265 1,378 
from the U.S. 73 41 60 N/A 

Exports 497 485 578 685 
to the U.S. 18 10 16 N/A 

Balance of Trade -498 -335 -607 -689 

Balance of Invisibles (2) 159 157 73 186 

Balance of Current Acc. -234 -178 -687 -571 


Principal U.S. Exports (1988): Wheat ($25.7 M), Agricultural Machinery 
($10.8 M) 
Principal U.S. Imports (1988): Gum Arabic ($12.8 M) 
Official Exchange Rates: Before Oct. 3, 1987-LS 2.5 $1.00 
After Oct. 3, 1987-LS 4.5 $1.00 


Notes: 
(1) Fiscal Year -- July 1 to June 30 
(2) Excludes Foreign Assistance 


Source: Bank of Sudan 


Economic Survey 1987/88, Sudan Ministry of Economy and 
Foreign Trade 





SUMMARY 


During 1988, the Sudanese economy continued its downward spiral as 
the government persisted in its policy of meeting expenditures by 
running the printing presses. By year’s end, inflation was 
running around 80 percent. Summer rains, the heaviest since 1946, 
were a mixed blessing, causing considerable damage to homes, roads 
and the railway. However, the rains also greatly increased the 
moisture content in the soil, resulting in bumper sorghum and 
millet crops. Where the river overflowed its banks, north of 
Khartoum, it caused some damage to date and citrus groves while 
depositing rich silt, which will increase significantly the 
productivity of the land. 


The Government of Sudan’s attempts at economic reform have failed 
to have any appreciable effect on the formal Sudanese economy as 
the government has not been able to maintain any reform program 
for more than a few months. The informal, or gray market, economy 
continues to grow and is now estimated to be producing more than 
half of all new jobs. An attempt to bring black market exchange 
operations into official channels through a dual exchange rate 
system failed when, after a successful start, the commercial or 
free rate failed to depreciate as quickly as the black market 
rate. Government budget deficits increased as the result of a 
wage agreement reached in December 1988 that doubled the salary 
of the lowest paid government employees and made these increases 
retroactive to July 1, 1988. These retroactive payments were 


paid on a monthly basis during the period January to June, 1989. 


As a result of its failure to keep up with its obligations to 
repay loans for military equipment, Sudan over the last several 
years has fallen repeatedly under the Brooke Amendment to the 
Foreign Assistance Act, which requires a suspension of new 
assistance for any country that falls more than one year in 
arrears. While often late the Government of Sudan in the past 
managed to meet its obligations to the United States, but it is 
four months behind as of April 27. If it continues to fail to 
meet its obligations, U.S. law will require that future 
assistance to Sudan be limited largely to emergency assistance, 
such as the current program to feed starving people displaced as 
the result of insurgency in the southern third of the country. 


All of these factors limit the Sudanese market for U.S. goods 
and services. However, new assistance flows from the World Bank 
and the African Development Bank provide some opportunities for 
American business. The informal economy also provides opportuni- 
ties for sales, especially for consumer products. 





- 4- 
CURRENT ECONOMIC SITUATION AND TRENDS 


From the mid-1970s through the early 1980s, international finan- 
cial institutions and commercial banks, flush with petro-dollars, 
were falling all over themselves to make loans to non-petroleum 
less developed countries (LDCs) such as Sudan. The Sudanese 
Government and its state-owned companies took full advantage of 
these offers, with the result that Sudan’s external debt climbed 
rapidly throughout this period. Much of this money was used to 
protect Sudanese urban dwellers from rapidly increasing inter- 
national prices. In addition, most of the projects built with 
these funds were poorly conceived and mismanaged. As a result, 
these investments failed to produce profits that could have been 
used to repay these loans. In 1979, Sudan entered the first of 
a long series of structural adjustment programs with the 
International Monetary Fund (IMF). By 1983, just as this 
adjustment program was beginning to generate some benefits, the 
Government of Sudan, faced with growing political opposition, 
felt it could no longer sustain the program and readopted the 
economic policies, including urban consumer subsidies, which had 
caused these economic problems. 


In 1984, faced with a rapidly deteriorating economy, the Sudanese 
Government once again reached an agreement with the IMF and 
rescheduled its government-to-government debt at the Paris Club. 
Attempts to control subsidies under this agreement added to the 
urban unrest, which contributed to a coup in April 1985. One of 
the first acts of the new military transitional regime was to 
unilaterally institute a moratorium on repayment of much of 
Sudan’s international debt. Sudan continued payments on loans 
where such payments were prerequisites for addition aid. Sudan 
only continued payments in cases where it would receive more 
money in aid than it was expending on loan payments. Following 
these unstated guidelines, Sudan continued to make payments on 
loans from the International Development Association (IDA), the 
soft-term window of the World Bank, some loans from Arab develop- 
ment funds, and U.S. foreign military sales agreements. 
Democratic elections were held in 1986. Sadig al Mahdi, leader 
of the Umma party, which won a plurality of the seats in the new 
parliament, became prime minister in the first of a series of 
coalition governments. 


The northern two-thirds of Sudan is inhabited mainly by Arabic- 
speaking Muslims, while most of the people in the southern third 
of the country are Christians or animists who speak various 
tribal languages. There is a long history of clashes between 
these groups, historically sparked by "Arab" slave trader raids 
into the south. Shortly after independence, these animosities 
led to a civil war that lasted from 1955 to 1972. In 1972, 
shortly after General Nimeiri seized power, an agreement was 
reached with the southern rebels providing for a semiautonumous 
regional government in the south. In 1983, Nimeiri abrogated 
this agreement, cancelling the region’s special status and 





dividing the south into three provinces. The governors of these 
provinces were to be appointed by the central government. This 
move diluted the power of the Dinka tribe, the largest group in 
the south. This situation was further exacerbated when in 
September of that year, Nimieri, in an attempt to curry favor 
with the Islamic resurgence party, the National Islamic Front 
(NIF), introduced Islamic law. These measures led southerners, 
under the leadership of Col. John Garang, an American-educated 
Dinka, to once again go into rebellion. The effectiveness of the 
Garang-led Sudanese People’s Liberation Army (SPLA) has grown 
steadily. It has forced the Sudanese Army to withdraw from most 
of the government’s posts in the south. 


In November 1988, an agreement on a peace plan was reached between 
Garang and representatives of the Democratic Unionist Party (DUP), 
the party with the second largest number of seats in the 
Constituent Assembly and a member of the first three of Prime 
Minister Sadiq’s coalition governments. When the Umma party 
refused to support this agreement, which called for suspension of 
Islamic law until after a constitutional convention was held, the 
DUP walked out of the government. Sadiq then formed a coalition 
government which included the NIF. The price which the NIF 
demanded for its support was a revision and enforcement of 
Sudan’s Islamic law. 


After the loss of additional posts in the south, the Sudanese 
Army demanded that either the government make peace with Garang, 
or that it be provided with the weapons and material it needs to 
win the war in the south. After the Sudanese Army’s ultimatum 
had expired, Sadiq’s fourth government resigned and, following 
extended negotiations, another new government with Sadiq as prime 
minister was formed. This government includes the DUP, but not 
the NIF. It remains to be seen whether this new government will 
be able to reach a negotiated settlement with Garang. 


The war in the south has led to wide spread famine throughout 
the region with the death toll climbing into the hundreds of 
thousands. The fighting also resulted in a mass movement of 
displaced persons into the northern part of the country and into 
Ethiopia. This year, the Western donor countries, led by the 
United States, have launched relief efforts aimed at averting 
another period of mass starvation in the south. 


As the result of the government’s total failure to staunch its 
massive budgetary red ink hemorrhage, the inflation rate in Sudan 
continued its upward spiral, ending the year at over 80 percent. 
Some observers believe that the Sudanese economy has all the 
elements needed to bring on hyperinflation similar to that 
experienced by Argentina and Brazil. 





In August 1987, the Government of Sudan reached a "shadow" agree- 
ment with the IMF which called for several actions on the part of 
the Sudanese Government, including a devaluation of the Sudanese 
pound and control of government expenditures, plus additional 
taxes to reduce the budgetary gap by about a third. On October 3, 
1987, the devaluation was announced, new taxes imposed, and 
efforts were made to control government and parastatal expendi- 
tures. In December 1987, the rebel Sudanese People’s Liberation 
Army attacked and occupied the towns of Kurmuk and Qeissan, 
located on the Ethiopian border. The Sudanese political leader- 
ship decided to spare no effort in its drive to retake these 
towns. Budgetary constraints on defense expenditures were lifted. 
By the time Qeissan was retaken in January 1988, all efforts to 
control government expenditures had been abandoned. Attempts to 
negotiate a new shadow agreement with the IMF have failed so far. 


In July - August 1988, the heaviest rains since 1946 struck the 
central region of Sudan causing wide spread damage to homes, 
industrial plants, and infrastructure. The railroad between Port 
Sudan and Khartoum, in very bad shape before the rains, was cut 
in several places and roads suffered extensive damage. 


However, the rains greatly enhanced the moisture content in the 
rain-fed agricultural areas. The flooding along the Nile north 
of Khartoum, while causing some damage to citrus and date 
orchards, deposited large quantities of silt, enriching the soil 
and extending the areas where vegetables can be grown. Because 
of labor shortages and other problems, questions have arisen as 
to how much of the grain crop will be harvested. By mid-April 
1989, perhaps little more than 50 percent had been harvested. 


In October 1988, the Government of Sudan announced the adoption 

of a dual exchange rate policy. Under this system, hard currency 
could be exchanged for Sudanese pounds at a rate that is set by a 
committee of bankers, including three from the private sector. 

The committee was charged with setting a rate that would attract 
dollars from the black market. Earnings from exports were to be 
exchanged at a rate equal to 70 percent of the official rate (4.5 
Sudanese pounds to the U.S. dollar) and 30 percent of the commer- 
cial rate. Thirty percent of export earnings were to be deposited 


with the commercial banks to be used to finance private sector 
imports. 


The initial commercial rate was set at 11 Sudanese pounds to the 
U.S. dollar, a rate close to that of the black market. However, 
as the black market rate increased, the gap between the two rates 
increased. In an attempt to reduce this gap, the committee 
increased the commercial rate from 12 to 13 Sudanese pounds to the 
U.S. dollar. Opposition to that large of a change developed, 
after one week, the committee reinstituted the 12 to 1 rate. The 
commercial rate has since edged up to 12.2, but in the meantime, 
the black market rate has increased to almost 19 to 1. Shortly 





after the decision to retract the increase from 12 to 13, the 
Minister of State for Finance, the architect of the dual rate 


system, resigned as a result of differences with the political 
leadership over economic policies. 


During the initial period of operation, the commercial rate 
system was attracting about $67,000 per day. But as the gap 
between the commercial rate and the black market rate grew, the 
amounts exchanged through the banking system declined. During of 
March 1989, the amount exchanged at the commercial rate dropped 
to less than $100,000 per day. In April, the government announced 
that as part of the efforts to relieve starvation in the south 
funds brought into Sudan to meet emergency relief needs could be 
exchanged at the commercial rate rather than the official rate, 
which is normally required for foreign diplomatic missions, 
international organizations, petroleum exploration companies, and 
non-Sudanese charities. As a result of these new policy, funds 
generated by the commercial system have increased to over 
$200,000 per day. However, this amount is still well below the 
over one million dollars per day that are remitted by Sudanese 
working in the Gulf. Even when the two rates were close, very 
little of these remittances flowed through the commercial system 
as the banks were unable to match the services offered by the 
black marketeers, which include door-to-door transactions. A 
represen- tative will call on a worker in the Gulf and collect 
the hard currency to be remitted. Usually within 48 hours, the 


Sudanese pounds will be delivered to the expatriot’s family in 
Sudan. 


IMPLICATIONS FOR THE UNITED STATES 


In looking at trade opportunities in Sudan, a businessperson must 
distinguish between the formal (official) economy and the informal 
economy. Trade opportunities within the government-dominated 
formal sector come mainly from economic assistance projects. 

With the failure of the government to adopt a workable reform 
program, government-to-government assistance from the Western 
countries has declined sharply. Under U.S. law, because of its 
arrearage problems on military assistance loans, new U.S. 
assistance to Sudan is limited to humanitarian relief and 
commodity sales under Public Law 480. Since Sudan also has an 
arrearage problem on loans for wheat imports, the prospects of 
new sales under Title I of PL-480 are not clear. Under the 
Brooke Amendment, the U.S. Agency for International Development 
(USAID) mission is required to develop a wind-up program. 


The informal economy, dominated by private traders, is very 
active in Sudan and provides a much wider scope for sales. 
Private Sudanese traders import a wide range of products with 
payment usually handled through confirmed letters of credit. 
Most of these sales are made either through direct contact 
between the importer and the foreign company, or between the 
importer and the exporter’s Sudanese agent. Because of the long 





term effort required to develop the interpersonal relations needed 
to deal with private Sudanese businessmen, most foreign companies 
prefer to used an agent. The Agent/Distributor Service (A/DS) 
offered by the U.S. Department of Commerce is the most efficient 
means of finding a suitable agent. An exporter contacts his 
nearest Commerce Department district office and provides informa- 
tion of his product line. The district office then sends this 
information to the Embassy located in the country that the 
exporter is interested to ascertain local interest in the products 
offered. The names of up to three potential agents are then sent 
to the interested U.S. company. Another useful service available 
through the Department of Commerce is the Trade Opportunities 
Program (TOP). This program provides U.S. companies with current 
sales leads from Sudanese firms seeking to import American 
products or services. 








